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THIS | BELIEVE 


OPULARITY is a fickle thing. I will not deny that applause is pleasing, 

P nor that the esteem of those with whom we come in contact is gratifying. 

Only the chameleon, however, can accommodate his color to his environ- 

| ment. Sooner or later it becomes necessary for an individual who believes with 

| Emerson that, “Nothing is sacred except the integrity of his own thinking,” to take 

| a stand which is in conflict with opinions which may be popular at the time. I 

_ cannot say with the politician, “Now this is what I believe. If you don’t like it - 
| I’ll change it.” 


When a man finds himself out of step with many of his contemporaries, the 
| first effect is undoubtedly a great deal of soul-searching. Paraphrasing Kipling, 


“If you can keep your head when all about you 
Are losing theirs and blaming it on you,” 


| it may not indicate superior poise or wisdom on your part, but that you just don’t 
understand the situation. 


| It is easy to be wrong with the best intentions, and to be mistaken with com- 
| plete honesty. 


In an effort to clarify my own thinking, | have written down some of the things 

| I believe, where I find myself out of step with many of those around me. Some 

of these I consider so fundamental that Iam probably no longer open to conviction. 

Others are based on the information available to me now, and seem logical, but I 

| can conceive of additional information becoming available in the future which might 
| modify my opinions considerably. 


I. I believe that interest rates have not risen during the recent past to a peak 
| from which they will fall in the near future. Instead | believe that interest rates 
are more normal today than they have been for many years, and that the monetary 
| situation throughout the world is such that interest rates will remain at least at 
_ their present level for a considerable period. Were high interest rates confined to 
| the United States, I might believe that world conditions would bring them down, 
but the fact is, that as a result largely of World War Il, so much accumulated 
wealth has been spent on nonproductive armament that the entire world is short of 
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cash. Inflation of the galloping variety has overtaken many of the countries of 
Europe, and only by drastic measures has it been halted in any one of these coun- 
tries. The raising of the discount rate in England from 5% to 7% is only one of 
the many indications that throughout the world we have spent too much and saved 
too little. Interest rates in countries in South America and Europe vary from 6% 
to as high as 13%. 


Our own studies of mortgage interest rates in the United States from 1875 to 
the present would indicate that prior to the initiation of a deliberately inflationary 
policy in the United States in 1933, interest rates were at 6% or better in almost 
half of the years covered by our studies. This is in contrast to the past 24 years, 
when interest rates have been kept low by definitely inflating the currency and 
credit of the United States, with the resulting rapid deterioration in the value of 
the dollar. 


In spite of the inevitable adjustments which the tight money situation makes 
necessary, I believe that these adjustments are the lesser of two evils, and that 
we must accept them or abandon all hope of stopping inflation. I believe that the 
builder, the mortgage lender, and the real estate operator will all fare better in 
their operations if they accept the idea that the abnormal interest rates of the 
past 20 years were abnormal, and are gone. 


Il. I believe that the real estate boom which started in 1943 is over. During 
this period, demand for dwelling units was souped up by very small downpayments, 
very long loans, and low interest rates. These conditions were possible only 
because of the inflationary policy we were following. 


During the initial part of the boom there was a tremendous housing shortage 
which contributed during that period to the scarcity premium which the average 
family was willing to pay for shelter. While there is not yet a surplus of housing, 
the demand is no longer acute, andthe present more or less balanced supply could 
become excessive if industrialconditions were to change so that some doubling up 
would take place. 


Iam not convinced that a rapidly increasing population necessarily ensures 
prosperity, as many people would have us believe. If the population increases 
without a corresponding increase in output of goods and services, it merely means 
that the same amount of goods and services will be divided among more people, 
with a lower average standard of living. If a high birth rate and a rapidly in- 
creasing population ensured prosperity, India and China should be the most pros- 
perous countries in the world. 


From here on out the number of 20-year-olds in our population will be in- 
creasing rapidly. This should result, if industrial conditions are satisfactory, in 
an increase in the number of new family formations which again should stimulate 
rental housing. Because of higher interest rates, less lenient terms, and the fact 
that the number of persons in our population in the age groups which furnish the 














greatest number of home buyers will be declining. I am not at all convinced that 
the increasing population will stimulate new construction during the next few years. 
1 would be happy to see camstruction volume in 1958 equal the construction volume 
in 1957. It is still too early to make definite forecasts for 1958, but were I fore- 
casting at the present time, I would consider 1957 volume as the most we might 
expect in 1958. 


Ill. I believe that the selling prices of existing housing will show no drastic 
downward movement in 1958. Our index is running steady at the present time. 
The reduction in the volume of building has caused some absorptions of vacancy, 
and with building costs running higher than they did a year ago, the market, while 
off in volume, is still satisfactory from the price standpoint. 


IV. I believe that the Federal National Mortgage Association is a thinly dis- 
guised method of making direct government loans. Since its inception in 1938 it 
has purchased more than 767,000 mortgages, amounting to approximately $64 
billion. These mortgages were sold to Fannie Mae because bankers, savings and 
loans, insurance executives, and other mortgage lenders would not have made 
them had they not been able to pass them off quickly to a government agency. 
Fannie Mae has been able to sell less than a third, leaving an inventory at the 
present time of from $4 to $5 billion. I have always believed in the shared risk, 
and I have said many times that if a home buyer, a builder, or a mortgage lender 
could go into a deal where, if there were a profit, he made the profit, and if there 
were a loss, the government bore the loss, there would be no way of stopping in- 
flationary practices in the housing field. 


V. I believe it is the duty of an American citizen to support the Federal Gov- 
ernment, but I do not believe it is the duty of the Federal Government to support 
the American citizen. Only in extreme disasters do I think that the Federal Gov- 
ernment is justified in becoming a relief and welfare agency. lam, accordingly, 
opposed to Federal paternalistic policies of all types. 


VI. I believe in the ultimate wisdom of the consumer. I believe that the con- 
sumer, in the way he spends his dollars, determines which businesses will pros- 
per and which will disappear. This planning by the consumer of his own expendi- 
tures in the aggregate for the entire country is a planning which will result in 
greater efficiency in the production of goods and services than any government 
planners could hope to approach. 


Vil. I believe that all price-fixing (including rent control), either on the part 
of the Federal or State Governments or on the part of corporations, is wrong. 
I believe that all combinations in restraint of trade, whether these combinations 
be on the part of government, capital, or labor, reduce the average standard of 
living by increasing costs of goods and services. 


Vill. I believe that all subsidies are wrong, as the only way a government can 
subsidize any groupis totake money by force from others to give toa selected few. 
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IX. I believe, however, that practicality requires that no matter where we 
are going, we have to start from where we happen to be. That being the case, I 
will favor any move which goes in the right direction. I will not expect any econ- 
omy which has been fed on inflation for 25 years to change overnight into a more 
efficient one, guided by free enterprise and the consumer. 


Iam afraid, however, that the rigors of an inescapable readjustment from 
our inflationary policies may send many rugged individualists of the past to Wash- 
ington with outstretched hands. Real estate interests that have opposed public 
housing because it was a government subsidy will earnestly petition the govern- 
ment to subsidize their mortgage and construction activities. Self-reliance has 
been severely weakened by the pampering of the individual until a large part of 
the present generation of businessmen have not learned how to stand on their own 
feet. 


It has been said that the readjustment ahead of us will separate the men from 
the boys. A friend of mine said that he thought one way you could tell a man from 
a boy would be that a man would walk around a mud puddle, while a boy would plow 
through it. I am not sure that many of us don ’t have mud on our shoes. 


WENZLICK 














